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Mr. Hapgood’s Industrial Philosophy 


A recent statement by William P. Hapgood, president 
of the Columbia Conserve Company, on the results of 14 
years of self-government by the employes of that com- 
pany records an impressive record of achievement. Mr. 
Hapgood’s experience in college athletics developed the 
belief that authority and leadership should emanate from 
ability rather than from social or economic position. The 
belief that there was a “store of ability” among the 
workers “which would rapidly develop if exposed to a 
favorable atmosphere . . . that control of the workers in 
industry because of ownership was parasitical, that it 
was bad both for the parasites and for those preyed upon 
‘and ultimately impossible in a society professing political 
equality” led to the inauguration of a plan of relationships 
“which has changed the lives of the employes very greatly 
during the last 14 years and which promises even greater 
changes for the future. It has also revolutionized my 
own life,” Mr. Hapgood declares. Furthermore, he says: 

“During our fiscal year ending June 30, 1929, our net 

profit from operations, before taxes and depreciation 
were charged, was $120,934.34. Our capitalization was 
$257,426.00, common, and $55,482.00, preferred. During 
the year ending June 30, 1930, our net results before 
allowing for taxes and depreciation were $112,570.02, 
with a capital stock of $257,426.00, common, and $94,- 
431.00, preferred. I should be embarrassed to publish 
these figures if it were not for the fact that all the surplus 
except limited dividends goes to the workers.” 
. To Mr. Hapgood industrial democracy literally means 
“government of the workers, by the workers, for the 
workers.” This involves giving the workers the right to 
make rules governing their hours and their incomes, to 
choose their associates and release them, to elect their 
leaders, to promote and demote them, and to decide upon 
all the policies of the business. The company employs 
170 full-time workers. 

When Mr. Hapgood started the plan in 1917 and told 
his employes what he had in mind, “those who understood 
did not believe me and very few understood. Why should 
they? Their own experience, as well as those of their 
) forefathers, told them it was all a lie. As a consequence 

the first great problem was to gain the confidence of the 
workers. . . . Those cynics who had prophesied that 
the workers would rush in and destroy everything before 
they understood how to manage were proven wrong in 
every case. They knew little of human nature. They 


were the victims of their own superstitions. When people 
are brought quickly into contact with difficult problems 
they realize their own inexperience and are ready to 


follow the advice of those who have already learned. If 
those who understand—the technicians in industry—are 
ready to be friends and teachers of the workers, then the 
problem is not to restrain the workers from rash acts but 
to get them to accept new responsibilities. When, as at 
present, the owners and technicians repress the workers, 
then explosion and destruction may follow.” 

The second problem was to stimulate the workers’ con- 
fidence in themselves because their lack of confidence in 
their ability to contribute to the problems of management 
laid the group open to too much control by technicians. 
Mr. Hapgood is convinced that “the greatest danger in 
democracy lies with the leaders and not with the rank 
and file. It is not chiefly the ignorance of the workers 
which prevents the advancement of democracy.” Rather 
it is due to the failure of the technicians to teach the 
workers how to achieve a more abundant life. “A gen- 
uine and permanent democracy, whether in politics or in 
industry, must rest upon. an educated group of workers 
supported by technicians whose chief pleasure comes 
from their ability to teach others less capable than them- 
selves. Democracy will advance haltingly as long as the 
present attitude of technicians persists, the desire to use 
the ordinary worker for purely selfish ends. 

“In a genuine democracy each one of us must have 
the opportunity to share in making decisions as to the 
rules under which we live together, and to solve the prob- 
lems connected therewith. It is true that people are not 
born equal in all respects. It is also true that we are not 
all equally affected by favorable environment. But it 
does not follow that those who have greater capacities 
than others should receive greater material rewards.” 

Mr. Hapgood declares that “in the years ahead the 
manner in which economic changes will come will depend 
mainly upon the attitude of the technicians in industry. 
The chief concern of the reformer should not be with 
those who own the instruments of production but with 
those who understand how to direct them. If the tech- 
nicians continue to pull with the owners, a violent change, 
communism or its equivalent, will be the outcome. If the 
technicians pull with the workers, a peaceful, speedier, 
and far more effective change will be the result.” 

In Mr. Hapgood’s opinion “the greatest tragedy of the 
industrial revolution is not long hours and low wages, 
but the withdrawal from most workers of all pleasure 
and education from their jobs.” This calls for “a radical 
change in the conditions of work so that every worker 
may get pleasure and instruction from his ‘productive 
activities.” Industrial democracy, he thinks, will not re- 
sult mainly from a change in their social outlook on the 
part of the propertied classes, but from increased effi- 
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ciency in those industries in which the workers participate 
in management. “Just as our present industrial freedom, 
slight as it may be, is more productive than slavery, so a 
greater freedom will be that much more effective. This 
has proved to be the case with The Columbia Conserve 
Company. We have had no unusual advantages over 
our competitors except the opportunity to govern our- 
selves. To that fact alone I think our increasing success 
may be attributed.” 

Mr. Hapgood believes that the desire for power is a 
factor quite as important as the profit motive in delaying 
industrial democracy. However, if industrialists discover 
that they cannot achieve the success they covet without 
giving the workers an opportunity to share in the control 
of industry, they will give it, even if grudgingly. “We 
throw altogether too much emphasis on leadership, and 
too little on raising the average level of our ability. We 
have accepted the philosophy of those who are in control, 
that only a few are capable of learning how to do difficult 
things, and the rest of us must follow. Even those who 
are in leadership have hypnotised themselves into this 
belief and only a dreadful crisis such as the present de- 
pression serves to shake their egotism. . . . 

“To those who fear that when the worker has the 
power of suffrage in all matters he will abuse that privi- 
lege I can say that not once in 12 years has this happened 
within our group. At all times Columbia workers have 
been most careful of their newly acquired power. They 
have invariably considered the interests of the owners, 
often taking less than the latter were willing to give, and 
usually waiting for the owners to urge increased incomes 
upon them, in salaries and as their share of the profits of 
the business. . . . 

“To those who are pessimistic about political democ- 
racy our system will seem theoretical and dangerous to 
a degree. Having seen a large part of democracy vote 
unintelligently and a considerable portion not vote at all, 
they will probably conclude that a group of workers will 
do likewise. They cannot understand the difference be- 
tween the situation of the workers in a plant and that of 
citizens in political government. Every citizen of the 
plant, no matter how limited his intelligence may be, 
recognizes the tremendous importance to him and to his 
family of the successful operation of the industry. He 
lives in its body, is a part of it, and understands its opera- 
tion to some extent. If he does not understand it fully 
he has friends among the other workers who do. Because 
they are of his class he has confidence in their judgment. 
Above all, our technicians are patiently showing him the 
way. They wish him to understand because they realize 
that the safety of their own economic lives depends upon 
intelligent workers. Their chief mission is to educate 
those whom they are at present leading so that the latter 
may some day effectively take their places, and thus safe- 
guard the business and assure the welfare of all... . 
Perhaps the only really effective reform of political de- 
mocracy will come through the establishment of democ- 
racy in industry.” 

The various measures established at the Columbia 
Conserve Company for the improvement of the conditions 
of the workers show the meaning of industrial democracy 
in practice. The 55-hour week was reduced to 50 hours 
in 1917 and to 45 hours in 1924, when a five-day week 
and a nine-hour day were established. This schedule is 
maintained except during the peak load of canning which 
lasts from September 1 to about October 10. The hours 
for office workers are the same as for factory workers 


and at times the office workers put on overalls and help 
in the plant. Mr. Hapgood early discovered that “few 
workers, whether manual or brain, casual or technical, 
can or will work effectively when uncertain of their jobs. 
... One of the greatest problems in industry is regularity 
of employment. On the solution of that problem depends 
practically all the steps beyond.” Ninety-five per cent of 
the working force have been placed on a yearly salary 
basis and are thus protected against unemployment and 
provided for in sickness. The seasonal workers are on a 
wage basis but they are guaranteed 50 hours of work per 
week with full pay for legal holidays. Only bad behavior 
results in discharge. 

Mr. Hapgood believes that, if a seasonal industry such 
as canning can establish reserves to provide a yearly in- 
come for the worker, “Big Business” can do it. The 
newly hired workers are taken into the protected salary 
class after an apprenticeship of six months. In case of 
discharge the employe receives two weeks’ salary on 
leaving. In one case a married man with four children 
was put on probation with full salary. At the end of 
two weeks he was reinstated and “it has never been neces- 
sary to repeat this discipline.’ Most employers are 
amused at this form of “discipline” but Mr. Hapgood 
has discovered that employes as well as athletes do not 
like to be “sent to the bench” for breaking rules they 
have helped to make. “Our chief difficulty lies not in 
preventing bad conduct, but in keeping our associates 
from becoming too conscientious. Frequently we have 
to send workers home because they have come to work 
when they are ill. We have a health committee appointed 
by the Council [of employes], one of whose duties is to 
send employes home or to the doctor when they are found 
not well enough to be at work.” 

The maximum salary has been established at $5,000 
per year and three years ago it was agreed that the higher 
salaries of technicians should not be raised until the 
incomes of the lower salaried workers were materially 
increased. The minimum salary for all unmarried em- 
ployes has been increased from $15 per week ($780 per 
year) in 1917 to $22 per week ($1,144 per year) in 1931. 
The minimum for married women whose husbands have 
work is $19 per week ($988 per year) and for married 
men $33 per week ($1,716 per year). Differentiation is 
made between married employes with children and those 
without children by the payment of $2.00 per week for 
each child under 16 until an employe’s total income, ex- 
clusive of his share of the profits, amounts to $39 per 
week ($2,028 per year). This is called “the children’s 
payroll.” 

From 1917 to 1925 the employes received the same rate 
of dividend on the payroll as paid on the capital stock. 
In 1925 an agreement was made under which the profits 
due the employes were used to purchase the common 
stock of the company. The preferred stock receives 7 
per cent cumulative, the common stock 10 per cent, the 
salaried employes a 10 per cent bonus and reserves are 
set aside for depreciation and taxes. After these charges 
have been deducted from net profits one-tenth of the re- 
mainder is set aside as a pension fund. The remaining 
net profits belong to the employes and are used to pur- 
chase the common stock at $150 per share. By June 30, 
1931, the employes had acquired 51.3 per cent of the 
common stock and at that time it was expected that the 
purchase would be completed by June 30, 1933. What 
effect the industrial depression will have in delaying the 
purchase remains to be seen. 
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The stock is owned collectively by the salaried em- 
ployes. This prevents a few employes from gaining con- 
trol of the company. An employe who leaves the company 
or is discharged is paid for his share of the stock at the 
Mate of $150 per share. When the purchase of the stock 
s completed the company will become “a communal 
enterprise, a status that cannot be changed except in the 
event of the failure of the business.” 

Besides protection against unemployment, sickness and 
old age, all employes and their dependents receive com- 
plete medical and hospital care. Vacations of three 
weeks with full pay are provided those who have been 
with the company 12 months. Eight months’ service 
entitles an employe to two weeks, and four months’ 
service to one week. 

In spite of the difficulty of arousing interest among 
employes who are too tired after a day’s work to apply 
themselves to study, the company is seeking to develop a 
cultural educational program among them “to strengthen 
and safeguard their democratic experience and to help 
them understand the implications of the new kind of 
life they are leading.” The chief educational work has 
been carried on in the Council composed of all employes 
who wish to participate in making the rules and policies 
of the business. Mr. Hapgood believes that their effec- 
tiveness would be greatly increased by educational oppor- 
tunities. In March, 1931, 14 classes per week were held 
with an enrollment of 83 workers. The subjects taught 
were industrial history, elementary economics, and cur- 
rent labor problems. 

To those who are cynical with reference to the possi- 
ilities of democracy in industry and society Mr. Hap- 
good quotes the words of John Dewey: “Because there 
is no magic in democracy to confer immediately upon 

the masses, who have been outside any intellectual move- 
ment, the power of critical discrimination, it does not 
follow that their ineptitude is the creation of democracy.” 
And to those who doubt the ethical response of the masses 
to a more responsible life he quotes Lincoln: “Cannot 
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ice distribution, vegetable and fruit, milk, fish, flour, 
trucking, leather goods, window cleaning, pushcart, 
undertaking, millinery and cleaning and dyeing rackets; 
there are even musician, lawyer and doctor rackets.” 
(New York Times, August 9, 1931.) 

Recent investigations have brought out the character- 
istics of rackets in various lines which illustrate the 
different purposes served. An investigation and prosecu- 
tion by federal authorities of wholesale poultry dealers 
in New York City showed that through a trade associa- 
tion comprising about 65 per cent of the dealers an 
elaborate conspiracy to control the sales of poultry was 
carried on. The city was divided into geographic areas 
and the particular retailers to which the various dealers 
could sell were allocated. The association by one means 
or another compelled retailers to buy from the dealer to 
whom his trade was assigned. For this “service” the 
dealer was compelled to pay to the association one cent 
for every pound of poultry sold. If he refused he was 
prevented from obtaining poultry. The unions involved 
would order their members to refuse to load or drive 
his trucks or to slaughter his poultry. 

An investigation of the wholesale marketing of fish in 
New York City disclosed that an association of fish 
jobbers made a practice of paying the leaders of a labor 
union several thousand dollars a year ostensibly for pro- 
tection of their merchandise against theft while on the 
docks. Each member of the association contributed to 
a fund for this purpose. The association regarded this 
as more effective protection than could be obtained from 
the constituted legal authorities and less expensive than 
the fees charged by private detective agencies. Members 
of the association testified that conditions had never been 
better and some of them seemed to resent the interference 
of the investigators. 

The practice of paying the labor leaders usually accom- 
panied the negotiation of a wage contract. In one in- 
stance at least the representatives of the association 
admitted that the payment was made in conjunction with 


‘fr J] there be a patient confidence in the ultimate justice of a claim that the association could not afford to pay higher 
he the people? Is there any greater or equal hope ?” wages and that the labor leader who received the money 


i “guessed he could fix it up.” The amounts assessed the 


, Racketeering members of the association were much less than a wage 
1s increase would have been. 
se Racketeering is a widespread practice which frequently Retailers also testified that they paid the labor leader 


or f§ involves collusion between business men, labor leaders, 
X- J politicians and professional criminals. The ramifications 
er § of the practice point to ethical implications for the nation 
vs § that are startling. A racket in the slang terms of 25 years 
ago meant a spree or riotous party. The term later con- 
ate. f veyed the idea of extortion through the coercive measures 
-k. used by political or other clubs in selling tickets to parties 
its § or dances. With the discovery that extortion could be 
on f practiced in many ways and under a variety of circum- 
7 | stances affecting competition in business the door was 
the J opened to a rapid spread in racketeering. Extortion is 
are fi frequently made effective by threats, intimidation, force, 
yes § violence, blackmail, arson, kidnaping and murder. 
re- @ Much of the present racketeering is due to attempts to 
ing mit competition in ways now forbidden by laws. Ray- 
ur- § mond Moley, professor of public law and jurisprudence 
30, gat Columbia University and director of research for the 
the § New York State Commission on the Administration of 
the § Justice, declares that “at one time in one of our cities 
hat § there were 163 rackets of the collusive-agreement char- 
the facter. This means that a large part of human endeavor 
in that city was, and probably is, carried on by and 
through illegal conspiracies. There are building, laundry, 


from $40 to $50 a year for protection of their merchan- 
dise against marauders. One of them testified that he 
objected to the payment because he was paying his 
workers more than the union scale and that the contract 
presented to him to sign had provisions in it to which he 
could not have lived up. He was of the opinion that 
“they” did not want him to sign a contract at all. “What 
they wanted was the $50.” 

A police inspector testified in connection with the in- 
vestigation of the “millinery racket” that “in many in- 
stances business men consider it better business to deal 
with racketeers than with the law-enforcement agencies. 
A man like Tough Jake will go to them and tell them he 
is there to unionize their shop but that for $100 a week 
they can run open shop. . . . They pay up so that they 
will not have to meet union conditions. This gives them 
an advantage over their competitors.” The inspector and 
an assistant of the district attorney declared that rackets 
of every variety flourish in New York City and that the 
closest cooperation between the police and the prosecutor 
had failed to make any appreciable progress against them. 

Thus police vigilance and punishing a few racketeers 
for slugging, kidnaping, arson, bombing and murder is 
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not an adequate remedy because the thinned ranks of the 
purveyors of violence are soon filled and nothing is done 
to dry up the source of the crimes. The practice of 
racketeering in the large polyglot cities has been suffi- 
ciently widespread to raise the question, Why have the 
people been so tolerant of the iniquity? The difficulty 
of arousing public conscience in polyglot centers like New 
York and Chicago, great as it is, is not a sufficient ex- 
planation. In the opinion of William B. Munro, pro- 
fessor of history and government at the California Insti- 
tute of Technology, “the plain fact is that the element 
which ought to lead public opinion in American cities, 
and which does lead it in European municipalities, does 
not here possess the general confidence [of the people] 
to an extent which would enable it to assume the role of 
leadership. This results in the main from the political 
apathy of the educated and propertied classes. They 
have been obsessed with a faith in political mechanics 
and have been enslaved to the conviction that government 
is an affair of laws, not of men.” 

Furthermore, business ethics in the midst of a com- 
petitive profitmaking system leave much to be desired. 
Although trade associations and governmental commis- 
sions have done much to encourage ethical practices in 
business the difficulty of inventing regulations to cope 
with the most unscrupulous competitors has led to the 
use of coercion to compel them to conform to arrange- 
ments regarded as in the interest of all. Voluntary asso- 
ciations, however, generally have got into difficulties when 
they have inaugurated a form of control regarded by 
public authorities as conspiracies and contrary to the 
interests of the consumers. When the enforcement of 
regulations by voluntary associations is put in the hands 
of individuals who hire thugs and professional criminals 
and resort to intimidation and violence, payments made 
under compulsion take on the characteristics of extortion 
and the arrangement is called a “racket.” It becomes 
particularly obnoxious when those in charge of enforce- 
ment use their position for personal profit and establish 
a degree of power which becomes tyranny. 

When local and state authorities connive with racke- 
teers and profit from their practices, as a condition of 
allowing them to operate, it has been necessary to call in 
federal authorities to cope with the situation. The activi- 
ties of federal authorities in Chicago and New York are 
cases in point. Some of the means at the command of 
the federal authorities are found in connection with the 
power to regulate interstate commerce and to prohibit 
the use of the mails for purposes of fraud. Cases have 
also arisen where the Mann Act, the anti-narcotics act, 
the customs statutes, the power to deport criminal aliens, 
and the income tax law have been used as a basis of 
punishing racketeers when they could not be prosecuted 
on the ground of extortion. 

As Professor Moley points out “the deep-lying diffi- 
culty in any remedial dealing with the racket is that it is 
a manifestation of human activity deeply embedded in 
the normal processes of economic competition, labor rela- 
tions, business practice and psychology, political prudence, 
governmental administration, public indifference to un- 
used and unpopular laws, moral standards—in short, of 
almost the sum total of what we call, for lack of a better 


name, civilization. The reason the racket is so hard to 
stop is that it looks like normal life.” (Italics ours.) In 
his opinion “the forceful suppression of gangsterism, or 
at least its reduction to a minimum, is the least of the 
problem.” A repeal of the anti-trust laws and the legal- 
izing of combinations will not be sufficient to bring the 
racket out in the open and free it from violence while 
retaining the advantages of concerted action. “The need 
probably is in the direction of discriminatory modifica- 
tions of the law, a greater use of administrative regu- 
lation of certain well-defined types of combinations. . . . 
But most of all, there are needed the slow processes of 
economic and political statesmanship, adjusting, regu- 
lating, compromising and providing the modification of 
industrial and business relations necessary to narrow the 
no-man’s land in which the racket operates. This is not 
to say that the law is to be used to legalize the racket, but 
that it enables the interested elements in the situation to 
know in advance what they may count upon. If there is 
to be any progress, this is the way it may come.” 


Unrest Among Farmers 


A graphic account of opinion among farmers of the 
western states, is given by Ernest A. Dewey, a news- 
paperman of Hutchinson, Kansas, in an article appearing 
in The Commonweal, New York, for September, 1931, 
entitled “The Farmer’s Santa Claus.” 

“The farmer is restive and his dissatisfaction is caus- 
ing no few worries for Middle Western business men and 
leaders of farm organizations... . For the present, 


can only hope that he will be restrained by his innate 
common sense. It remains an open question whether or 
not some tiger of wrath will uprear itself upon the Middle 
Western horizon to herald a period infinitely more radical 
than the bloody-shirt Populism of the 90s... . 

“Even in the halls of government the farmer feels that 
he sits down only in the presence of his enemies.” 

Many farmers believed the Farm Board would be their 
Santa Claus, but only bitterness and disillusionment have 
followed in its train. Present wheat prices are described 
as “a calamity.” “It is useless to point out that business 
and industry are suffering also, for the farmer . . . con- 
siders that he has a special grudge against the govern- 
ment. . . 
scribed by observers as manifestations of “mob spirit,” 
by persons who have no radical inclinations whatever; 
they “were members of the boards of education, township 
officials and highly reputable . . . citizens.” There have 
been localized “food riots” by farmers and unemployed 
who “marched on stores and demanded money or food.” 
There have been “instances of tenants notifying their 
landlords of refusal to harvest the grain. In such cases 
the tenant felt that prices were not sufficient for him to 
recover more than the cost of reaping,” after the land- 
lord’s share had been deducted. 

“There is widespread advocacy of moratoriums on the 
farmer’s debts. . . . Movie houses are taking wheat for 
admissions. Even justices of the peace are performing 
marriages and accepting the yellow grain as fee. Wheat 
has come to be good for almost anything except a profit 
in growing it.” 


those who are sincerely concerned in the farmer’s inate The 
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